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THE GERMAN CAPITAL LEVY TAX 

SUMMARY 

The author's proposal of 1917, 462. — The law of 1919, 463. — Other 
tax law, 469. — Administration importance, 469. — Why no severe 
sacrifice was made, 470. 

The editors of this journal have requested me to fol- 
low the legislative developments in connection with the 
extraordinary property tax just levied in Germany. I 
assume that the reason for choosing me for this com- 
mission is the fact that I was the first to advocate a large 
contribution from property owners for public purposes, 
and to work out a detailed plan for putting this into 
effect. I can perhaps best execute my commission by 
comparing the provisions of the completed law with my 
own proposals. The financial experts of all countries 
will be interested in the solution of the problem which 
has been worked out in any one. 

My book was written in 1916 and appeared in April, 
1917. Without regard to the outcome of the war, it 
urged the citizens to feel a spirit of solidarity with the 
Empire, to regard its debts as their debts and its obliga- 
tions as obligations on their own property. The condi- 
tion (even then !) of the national finances, with respect 
to future needs, rendered it unnecessary to advance any 
special reason for asking the citizens to turn over a part 
of their property to the Empire. There was need rather 
of a reason why any of our property should be left us, 
when others had lost all their property, their sons, their 
fathers, and their own lives. To keep the discussion 
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from becoming involved in a controversy as to whether 
such a large levy was really a tax or a confiscation of 
property, I proposed a new name for the new thing. It 
should be called not a tax, but a " sacrifice." 1 

On the last day of last year (December 31, 1919) was 
passed the National Emergency Sacrifice law (Gesetz 
fiber das Reichsnotopfer). The name which I proposed 
is adopted, and has been incorporated in the impressive 
words of the first paragraph : "Ownership (Besitz) makes 
a sacrifice to the extreme need of the nation by a large 
contribution from property, in proportions determined 
by the provisions of this law." 

But the agreement on the name and the recognition 
of principle do not indicate an identity in substance. 
They would not indicate so much even if the content 
of my proposal and of the law were the same. For 
there would still remain the difference of the times. 
What was possible in 1916-17 has already in part be- 
come impossible in 1919-20. And so far as it would 
still be physically possible, it has again been demon- 
strated that enthusiasm is no herring catch which one 
can pickle for years at a time. 

But with respect to its substance also I do not recog- 
nize in the Reichsnotopfer the universal sacrifice which 
I had suggested. I had stressed universality not only 
on account of the financial effect but also because it 

1 J. Jastrow, Gut und Blut furs Vaterland (Vermogensopfer — Steuerfragen — ■ 
Erhohung der Volkswirtschaft), Berlin, 1917, Georg Reimer. Hereafter referred to as 
Gut und Blut. As the title indicates, the book treats contemporary questions of taxa- 
tion and economics at large, and seeks to do them all justice from the point of view of 
practicability. But the property contribution (Vermogensopfer) is placed at the front 
and stressed as the foundation for every financial innovation, pp. 3-92 and the bibliog- 
raphy, pp. 267-285. As a supplement to this see the pamphlet, Deutschlands Volksver- 
mogen im Kriege. Ein Beitrag zur Frage: Vermogensopfer und Kriegsentschadigung, 
Berlin, 1919. Julius Springer, second enlarged edition (also in English and French 
editions). The most complete survey of the reasons for and against a single capital levy 
is found in the collection, Die Neuordnung der Deutschen Finanzwirtschaft, published 
in the Proceedings of the Verein fur Sozialpolitik under the editorship of H. Herkner 
(vol, 156 of the Schriften). Leipsic, Duncker and Humblot, 1918. 
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seemed to me morally significant that a whole people 
from its highest to its lowest strata should gather for a 
sacrifice. And besides there was a statistical motive, 
that of discovering just what we possessed in the way 
of wealth, of obtaining the "property cataster" desired 
by all economists. I had attached so much importance 
to this cataster that even if it had been necessary to 
make concessions in the matter of collecting tax, I never- 
theless was unwilling to give up its full assessment. 
(Thus, for example, if it were granted that the nation 
should not go through the pretense of taxing itself, 
nevertheless the state should be assessed, in order to 
have its property listed in the cataster, the tax being 
left uncollected.) l 

The principle of universality was abandoned by ac- 
ceptance of the familiar reasons urged against the taxa- 
tion of tangible personal property (only gold, silver, 
jewels, works of art, and similar collections are taxed, 
in order to prevent evasion of the law by such " invest- 
ments "). Since household furnishings constitute the 
only property of most men, the great majority are freed 
from the sacrifice that was to be universal. In addition 
there is in paragraph 5 a long list of property owners 
who are granted exemption : 

1. The several states; 

2. Municipalities and municipal associations of all kinds; 

3. Churches and ecclesiastical and religious societies; 

4. Universities, colleges, and similar institutions and societies; 
further, such institutions as are regularly supported, in whole or in 
part, by the nation or a state or other public body when their own 
means do not suffice, as well as foundations whose activities are 
taken over, in whole or in part, by the nation or a state or other pub- 
lic body when their own means are inadequate; 

5. The national bank, the national loan offices, and the state 
banks; 

6. Public savings banks or those serving the public at large, so 
far as they confine themselves to the care of their own savings busi- 

> Gut und Blut, pp. 15, 68-70, 270 (bottom) and passim. 
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ness, as well as credit institutions founded and conducted for the 
community's service by public bodies; 

7. Chambers of commerce, trade associations, workmen's asso- 
ciations, farmers' associations, and similar public professional or- 
ganizations as well as economic associations without legal standing 
as public bodies whose purpose is not the conduct of business; 

8. Institutions of the national accident, infirmity, and sickness 
insurance, and for insurance of employees; 

9. Other institutions for annuities, widows, orphans, death, 
sickness, and the like; 

10. Foundations, institutions, or societies, which devote them- 
selves to charitable or socially beneficial activities without limitation 
to a restricted circle of beneficiaries; 

11. Political parties and clubs. 

The exemption of small properties up to 5000 marks 
is economically unjustifiable, as I believe to have dem- 
onstrated in detail. 1 The size of one's property gives in 
itself no standard of ability to pay. Most of all, the 
long list of public and quasi-public bodies that are ex- 
empted is evidence of lack of clear thinking. The almost 
superstitious regard for " charitable " foundations 
should have been shaken by the almost ludicrous ex- 
amples of outlived foundations — but in vain. Some 
blood letting would have here been helpful. The various 
allowances to individuals are to be judged somewhat 
differently. In case the taxpayer is " economically en- 
dangered," payment may be postponed without interest 
till his death. Under certain conditions persons of ad- 
vanced age are allowed a deduction of from one-fifth to 
one-third. These are alleviations of a kind admissible 
in so novel a measure. But the law has gone much far- 
ther. Herein appears the futility of a parliament which 
always tries to make a vigorous principle of taxation 
palatable to the electorate by concessions big and small, 
even if the character of the law is lost thereby. Not 
only are the first 5000 marks of all properties exempt, 

» Gut und Blut, pp. 14-18. 
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but a married man can deduct another 5000 marks for 
his wife, and, if they have more than one child, another 
5000 marks for the second child, and so on for each ad- 
ditional child. In the process of assessment, further 
privileges are accorded. The law distinguishes three 
kinds of property: landed property, business property, 
capital property. 1 The first two receive the privilege of 
being taxed on only 80 per cent of the assessed value. 
If they are agricultural properties, they have two further 
privileges : not the ordinary value (selling value) but the 
year's purchase based on the income is taken, and for 
this twenty years' purchase is taken, instead of twenty- 
five as formerly. Allowing for the 20 per cent exemption 
from the assessed value, we see that agricultural prop- 
erty is taxed on f of f , or |§ of its value. And since val- 
uation based on the year's purchase is often considerably 
below the real figures, the result of the combination of 
privileges is that many an agricultural property is taxed 
at only a half of its value. 

And now finally the principal point : what percentage 
of the property is to be contributed ? When I wrote my 
book, I thought that everyone should sacrifice about 
one-fourth of his property; others asked a third. With 
equality of contribution on this fundamental basis cer- 
tain modifications were not inconsistent. The law, 
however, has left nothing of the idea that everyone 
should sacrifice a specified part of his property on the 
altar of the Fatherland, but made an ordinary progres- 
sive tax of it. The lowest parts of every property are to 
pay 10 per cent, the next parts 12, 15, 20, finally the 
highest 65 per cent. For example, the owner of property 

1 The readers of this journal must not be surprised if they find it difficult to under- 
stand the exact delimitations of these three expressions. The first two are innovations 
of the legislator; the third expression is old, to be sure, but the meaning given to it is 
narrowed. The words used in the law are Grundvermogen, Betriebsvermogen, Kapital- 
vermogen; those of the author are Grundbesitz, Betriebs Kapital, Sonstiges Kapital. — 
Ed. 
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worth 400,000 marks is to pay as follows (ignoring tri- 
fling deductions such as the first 5000 marks) : 

On the first 50,000 marks, 10% 5,000 marks 

" " next 50,000 " 12% 6,000 " 

" " " 100,000 " 15% 15,000 " 

8 " " 200,000 " 20% 40,000 " 

Total 66,000 marks 

On this scale, therefore, the tax amounts to only 16.5 
per cent. Only on properties of a million marks does it 
reach one fourth. And even this sacrifice is not " laid on 
the altar of the Fatherland," but is to be met in small 
annual installments. It was granted on all sides, to 
be sure, that the taxpayer must be allowed a certain 
liberty in spreading his payments over several years. 
But if a period of not exceeding ten years was thought 
of for this, a great incentive to immediate payment 
might have been supplied by high premiums. Now, 
to put it briefly, the payments are spread once for 
all over thirty years, and in the case of agricultural 
property over fifty years. The inducements to early 
payment are insignificant in comparison with the possi- 
bilities which offer themselves to the taxpayer for 
so long a time. The opponents of the tax are right: 
why should children and grandchildren pay taxes till 
1950 or 1970 on a property as it was on December 31, 
1919 (the day of the assessment) ? If such a long 
drawn-out arrangement is desired (a permanent one, 
humanly speaking), it is obviously more rational not 
to base it on property that once existed, but on one 
that is to be. To put the case differently, we should not 
give the name " property sacrifice " to what has become 
an ordinary property tax, and is more accurately to be 
construed as such. 1 In view of all this it was consistent 

1 Cf. the comprehensive section on applications to particular kinds of property in 
Gut und Blut, pp. 13-89, and the statistics, pp. 272-285. In the volume of the Verein 
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to drop entirely the problem of getting rid of the na- 
tional debt. The application of the receipts from the 
tax is left for later determination in the national budget. 

The debates on the law have offered nothing that al- 
ters my views. The objection that " theory " concerns 
itself only with principles and not with practical consid- 
erations is nothing but the repetition of empty phrases. 
In the whole history of finance a new plan never has 
been offered to the financial authorities worked out in 
such detail as that of the " property sacrifice." To de- 
mand that theory should work out every detail would 
be reasonable only on the assumption that the practical 
experts had no capacity for thought whatever. 

It will not suffice, however, in the present situation, if 
I simply say that I stand by my proposals. Today these 
are no longer sufficient. The proposals of Kuczynski, 
which appeared two years after mine, go considerably 
farther not only as regards amount but as regards char- 
acter. And today, after so much valuable time has been 
lost, and (as everyone knows) after large amounts of 
property have taken refuge in foreign countries I must 
assent to demands which go farther than mine. The 
new idea presented to financial theory by Kuczynski is 
not that of raising the levy to a half, but the proposal 
that the transfer of title to the nation should take effect 
not after and in consequence of the assessment but by 
virtue of the legislation itself. 

After this unqualified statement of my opinion, I 
should add, to avoid misunderstanding, two considera- 
tions. 

First : The law here discussed does not give a picture 
of the whole burden imposed on property by our tax 

fur Sozialpolitik there is a monograph on financial execution by Somary and valuable 
discussion by Diehl (in favor) and Dietzel (against). 
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system. In fact the new tax system has accomplished 
very considerable results in burdening property in other 
laws. A heavy inheritance tax will lay, as the genera- 
tions succeed each other, an increasingly large burden 
on all property at progressive rates. A special tax is 
to be levied on income from capital (only a proposal as 
yet). The land and business taxes will continue, as be- 
fore, to divert to the communal exchequers a part of the 
yields from land and business. The various war taxes 
reach the accretions of property during the war almost 
completely. In addition, the income from property is 
reached in the general income tax, which even before the 
war had reached an admittedly high development in 
Prussia, and which the nation is about to develop con- 
siderably more. A tax on luxuries is found in a place 
where one would not seek it without guidance: the tax 
on sales. And finally, our tax reform is not yet com- 
pleted : taxes on expenditures, the taxation of the Dead 
Hand, the tax system of the municipalities still await 
legislative consideration. The present study is limited 
to its stated object. 

In the second place, the significance for us of all the 
present national tax reform lies in a different direction 
from its mere contents. No American can conceive the 
extent to which the German Empire lacked an inde- 
pendent administration. The American is accustomed 
to see in every large city the federal building, in which 
the postoffice, courts, and customs service are located. 
The German Empire possessed postoffice buildings, it is 
true, but with the exception of the imperial court at 
Leipzig no kinds of courts. Tho the Empire could levy 
taxes and customs duties, for their collection and ad- 
ministration it was completely dependent on the states. 
This ceases all at once. For its new taxes the nation has 
set up its own administration (tho these offices have 
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received the misleading name "state tax offices"). The 
organism which we have lacked so long is now at hand. 
And where organic life is once created, we may be con- 
fident existing defects will be physiologically effaced. 
History teaches that it is immensely more difficult for a 
nation to create a consistent tax system out of nothing 
than to make a good system out of a bad one. 

The reader will perhaps ask how it is to be explained 
that a people whose need is as dire as that of the Germans 
has not turned at once to a real sacrifice of property. 

The chief explanation is to be found in the fear that 
the revenue from a sacrifice of the kind will be appro- 
priated by the Allies and therefore will not serve the 
purpose of financial rehabilitation. Now, it is true that 
the Treaty contains provisions so severe that it is diffi- 
cult to find terms in which to characterize them ; provi- 
sions which leave only one possible ground for hope, 
namely, that that which cannot be carried out cannot 
come to pass; as for example, provisions which are eco- 
nomically inconsistent. But the fear intimated above, 
nevertheless, is doubtless ill-founded. The stipulation in 
Article 248 of the Treaty, by which all revenues of Ger- 
many are pledged in the first instance to the fulfillment 
of her obligations, are applicable to the yield of any and 
every measure of tax reform. In fact, it amounts to 
nothing more than what would have been incumbent 
upon Germany even if no specific statement were made 
in the Treaty. The same may be said of another part of 
the Treaty (part 8, appendix 2, section 126) which has 
aroused great anxiety in Germany. It is there stated 
that the Allies reserve to themselves the right of recur- 
rently examining Germany's capacity to pay, in order 
to make sure that all revenues are devoted primarily to 
meeting the obligations for reparation. It is true that 
the Allies, on the basis of this paragraph, might con- 
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ceivably appropriate all moneys received, e. g., for rail- 
way passenger and freight service; but obviously in such, 
case the receipts would disappear, very much as would 
happen to any creditor who was so foolish as to proceed 
to the annihilation of his debtor. The Allies doubtless 
have the power to impose upon us any sort of financial 
terms, but it is also clear that it is to their interest to 
make our financial system more productive through 
having it framed by ourselves. 

None the less it remains true that the argument just 
cited has had a deadening effect. The fear of interven- 
tions which cannot be foreseen and cannot be rejected, 
the depressing feeling that Germany's obligations so 
far have not only been left undetermined, but that not 
even a beginning has been made toward considering the 
precise amount — all this necessarily makes a people 
disinclined to embrace any large scheme of financial re- 
habilitation. The movement for a tax on property did 
not meet with the vigorous response which might be 
elicited even from a nation that has been conquered and 
deprived of its best resources. If we would go deeper 
into the analysis we must face the fact that the financial 
development and capacity of a people do not rest on 
economic causes only, but are part and parcel of its 
entire physical and moral development. Life in Ger- 
many now presents many enigmas. After reflection on 
all possible causes, nothing remains plausible except 
the verdict of the physicians: undernutrition suffered 
through a period of years has produced psychical con- 
sequences which still endure. 

What now of the future, and the capital levy tax, and 
the sacrifice of property ? A part of our property has 
already eluded the German legislator by flight to foreign 
countries. Still another part is endangered in the same 
way. Let us make a virtue of necessity. We may de- 
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duce the lesson that every country which is concerned 
with this problem will have the same experiences. If, 
however, all pull themselves together in order to meet 
the task in common, evasion across national frontiers 
will not be feasible, at least so long as one cannot emi- 
grate to the moon. All countries have in the essentials 
a common concern for their finances. Let them follow 
a common direction and they will find the way out. 1 

J. Jastkow. 

Charlottenburg-Bermn. 



1 In the German law there is a provision which perhaps deserves attention because 
it contains the first intimation of international reciprocity. Section 4 of the act provides 
that the amount paid by a taxpayer out of his property will be repaid him insofar as it 
has been contributed from landed property or from capital on which levy has been made 
by a foreign state for a tax of the same sort. This proviso is not made conditional on 
reciprocity in the foreign country, altho it would seem impossible of execution without 
such reciprocity. 



